COMMONWEALTH OTF KENTUCKY
REFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:

THE TARIFF FILING OF GTE SOQUTH )

INCORPORATED TO INTRODUCE OPTIONAL ) CASE NO. 95-162
LOCAL CALLING PLANS )

e R DR E R
Procedural RBackaxound
On March 9, 1995, GTE South lncorporated ("GTE") £filed a

proposed tariff to introduce optional Local Calling Plana ("LCP")
for business and resldential customers in seventeen exchanges
throughout the Commonwealth. No party intervened. However, in
pupport of its proposed tariff GTE filed a community of interest
analysis delineating the a8ociletal, ecconomic and geographic
relationship for each of the seventeen exchanges., Ae a part of its
analysis, GTE supplied correspondence, petitions and other
memoranda from city and county officialas and subscribers expressing
their deslire for expanded calling areas. GTE hag demonstrated that
Aufficient communities of interest exist for expanding local
calling areas and for approving the LCP,

The Kentucky Legislature has expressed ito deslre to eliminate
long-distance service charges between counties contiguous to
counties which contain an urban-county government, specifically
Jenppamine and Woodford counties. The proposed tariff Jlargely
addresses the Legislature’s concerns despite the current inability
to offer the LCPs in the Midway exchange in Woodford County. LCPs

cannot be offered in the Midway exchange on the plan implementation



date due to central office sawitch limitations. The awltch ia

expected to be upgraded in late 1995. Subsequently, GTE plana to

add the Midway exchange to the lint of LCP partiecipating exchangen,
o .

GTE's propooed LCP will convert intraLATA, intrastate traffic
within a limited area to noven digit local dialing at oubntantial
reductions from current toll rateas., Undor the proposed structure,
customers will be given five choices for their local calling:
three local measured services optionm, a premium option, and a
"gstay as you are" option. These options are defined as followa:

1. Stay As You Are Option - This flat rate option allowo
customere to maintain thelr existing local calling areca at their
cxisting flat rate. Callo to the expanded calling areas would
continue tc be charged IntraLATA toll unage rates.

2, Baslc Calling - This local measured service option allows
cuatomera to pay a reduced local acceps rate and pay reduced
meaaured usage rates applicable to all callp within their newly
expanded local calling area, including calls to their home
exchange.

3. Community Calling - This second local moapured service
option allows customers to pay a local accens rate plightly highor
than the rate for Basic Calling, Calls placed within the homa

exchange will be flat rated calls. All other calls placed to



existing EAS' and the expanded local calling area exchangos will
be billed at reduced measured usage rates,

4. Community Pluas - This local measured smorvice option would
require cuatomers to pay a slightly higher rate for local accaon
than they currently pay. However, as 1s currently the cane, all
calls placed within the customer's home exchange and current EAS
exchanges would be included in the flat rate. Calla to othor
exchanges in the expanded calling areas would be billed at roduced
measured usage rates,

5. Premium Calling - This option allows customers to mako
unlimited calls within their home exchange, their EAS exchanges and
their expanded local exchanges at a flat rate substantlally highor
than the current flat rate.

Each of GTE's tariff offerings is offered with or without
lecal billing detail, Those customers choosing an option without
local billing detail will receive a discount. The measured usage
rates will be calculated based on time-of-day, day-of-weak,
distance called and duration of call, A set-up charge and rate per
minute will be applied to each completed call. Calls placed during
off-peak times will receive a 40 percent dlscount. Furthermore,
calls made on a measured rate basis under one of the proposoed local

calling plans will be rated on a wirecenter-to-wirecenter basis.

! EAS is defined as extended area service and consinte of
exchanges other than the home exchange currently having flat
rated calling.



In mummary, Q% balioeven 1t han addresased the Commiasion’a

concorny nn ldentifiod In itn Order in Case No, 93-081,°
Dinguppion

In 1ty Admindntrative Cange Nao, 2845 Ordery dated October 26,
1990, thea Commipspsion addrannad lpaues purrounding local wmeasured
norvico. Thapo policlon wore further refined in Case No, 91-250.¢
Oonn of the roguirementn of the Orders in thope camea was that local
monnurad parvicea plans nra prohiblted from placing upward preasure
on oxinting raton, The  Commisaion continuen to require that
opt:ional expanded area calling plana containing local measured
nervice optionn malintaln ravenus neubtrality. Accordingly, GTE has
pricod its LCP propopal on a raveanue neutral basis, based upon
ontimated LCP damand.

In Exhibites ¢ thru K, dJTE foracasted the 1impact of the
proponod LCPr on ltn roavenus raquiramenta, GTE analyzed cumstomer
penntration, toll displacoment and local calling stimulation for
oxchangens with similar callling plans in othar satates and estimated

repultn for Kentucky eaxchangens, While the Commismsion recognizes

’ Cape No, 93-081, Thea Tariff {iling of GTE Bouth Incorporated
to Entablioh Rates and Chargen for Local Calling Plans,

) Adminiptrative Cano No. 285, An Investigation Into the
Economic Feapibility of Providing Local Measured Service
Teeloephone Rates in Kentucky.

Cans No., 91-240, South Central Bell Telephone Company'’'s
Propopod Arsa Calling BSoervice Tariff, Order dated April 9,
1992,



that GTE could not obtain sufficient Kentucky-aspecific data to use
in its forecastes and pricing, GTE should submit a new forecast
using 12 montha of Kentucky-specific data 15 menths from the date
its plan is initiated. If this new forecast doeas not demonastrate
that initial prices have proven to he revenue neutral, then GTE
mugt use the new price-out to achieve revenue neutrality by
altering prices or by modifying the number of optiona or level of
gervice,

In Administrative Cawse No. 285, the Commission limited the
nunber of local measured service options available within a given
plan to one. The primary raticonale for the limitation was the
concern that customer confusion might result 1f the number of
options was too broad. However, the Commission stated in its Order
dated QOctober 25, 1990, in Administrative Case No. 285, that it
would consider adjusting its limitation based upon future
experience. South Central Bell Telephone Company'’s ("SCB") Area
Calling Service has now been in effect for nearly three years, and
customer confusion has been minimal.

GTE's proposal has three local measured sgervice opticons. In
reviewing it, the Commission finds that the variations among the
proposed local measured service optionas are well defined and should
not materially add to customer confusion. Accordingly, GTE’'s three
measured service options should be permitted,

GTE proposes to walve service order charges when customers
select a service option and to allow unlimited option changes, The
Commission recognizes that there may initially be customer
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confusion with regard te the five calling options and finda that
there should be a six-wonth grace poriod within which customers may
make unlimited calling option changens without incurring a aervice
order charge. GTE shall bogin to aopens mervice order charges for
each option change and to limit option changes to once per billing
cycle after this six-month introductory period. Imposition of a
service charge will onoure thoughtful coat consideration by the
customer. The Commisslon will reotrict the change in pervice
options to once per billing cycle,

In Adminiastrative Cape No. 285, the Commiposion found that all
telephone companies desiring to provide optional measured gervice
should file a plan which includes an implementation schedule and
the information to be provided to the cuntomers in optional local
measured pervice exchanges, GTE'p proposal has not fully complied
with this requirement and, accordingly, GTE should file with the
Commiesion ite plan of implementation, as well as the material to
be provided to its customers, at lecast 45 days prior to
implementation,

At Zection 53.6.2.k of the proposed tariff, 25 cents ig added
to the current surcharges for calls to exchanges that were local or
flat rated EAS prior to implementation, No price support was
included in the filing. Thus, this additional 25 cent charge
should be dipapproved.

The Commissoion, being otherwise sufficiently advised, HEREBY
CRDERS that:

1. GTE’s tariff proposal is approved as modified herein, to

be effective as of the date of this Order,
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2, GTE ohall modify its proposed tariff to require a
ronnonable service order charge for customers changing calling
options, Such changes shall not occur more than once per billing
cycle., GTE shall provide a G-month grace period commencing with
the implementation of ite reviped tariff, during which no charge
for changing calling opticons will be imposed.

3. GTE shall gather 12 months of Kentucky-specific data as
necespary to demonstrate the reasonableness and accuracy of all
forecaste and calling optlon prices. GTE s8hall £file this
information with the Commilsesion wlthin 15 months of the date of
implementation and shall submit proposed changes to the calling
plane, if such changes are required to maintaln revenue neutrality.

4, GTE shall provide an implementation schedule and material
to be furnished to its customers at 1least 45 days prior to
implementation.

5, The 25 cent surcharge added to Section 53.6.2.k of the
proposed tariff is dismiesed.

6. Within 30 days of the date of this Order, GTE shall file
tariffe conforming to the decisions contained herein.

Done at Frankfort, Kentucky, this 13th day of April, 1995,

PUBLIC SERVICE COMMISSION

ATTEST:

Do M0,

Executive Director




